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SUBJECT: Child Support Conpliance Act of 1998

DEPARTMENT AMENDMENTS ACCEPTED. Amendments reflect suggestions of previous analysis of bill as
introduced/amended

X AMENDMENTSIMPACT REVENUE. A new revenue estimate is provided.

AMENDMENTS DID NOT RESOLVE THE DEPARTMENT’'S CONCERNS stated in the previous analysis of bill as
introduced/amended

X FURTHER AMENDMENTS NECESSARY.
DEPARTMENT POSITION CHANGED TO
REMAINDER OF PREVIOUS ANALYSIS OF BILL AS INTRODUCED/AMENDED STILL APPLIES.

X OTHER - See comments below.

SUWARY OF BILL

Under this bill, all witten contracts entered into by state agencies, including
the Franchi se Tax Board (FTB), would be required to contain: (1) an

acknowl edgnment by the contractor (vendor) that it is conplying with the earnings
assi gnnment orders of all enployees and is providing the nanes of all new

enpl oyees to the New Hire Registry naintained by Enpl oynent Devel opnent
Departnent (EDD), and (2) an agreenent to nake payroll records avail able for
review for child support enforcenment purposes by desi gnated agencies, including
the FTB.

Additionally under this bill, FTB, as a state agency, would have to provide data
about its enployees, |licensees, contractors and vendors to the California Parent
Locator Service (CPLS), FTB and certain others for child support enforcenent
purposes. Under the bill, FTB could receive this data fromall state agencies.

EFFECTI VE DATE

This bill would be effective and operative on January 1, 1999.

SUMMVARY OF AMENDIVENT

Thi s amendnent del etes the provisions related to Wl fare Reform and food
commodity prograns and adds the provisions that would be known as the Child
Support Conpliance Act of 1998, which are the sane provisions in AB 1666.

LEG SLATI VE H STORY

AB 573 (Stats. 97, Ch. 599), AB 1395 (Stats. 97, Ch. 614), AB 1666, AB 1630.
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PROGRAM HI STORY/ BACKGROUND

Federal |aw requires each state to have a single agency responsible for enforcing
child support, which for California purposes is DSS. The county district
attorneys (DAs) are del egated responsibility for establishing paternity and
enforcing child support, which includes collecting current paynents and

del i nquencies. Once a court order is obtained, DAs can serve by mail an earnings
assi gnnment order for current support and nmay include an additional anmount for
arrears that have accrued as of the date of the order. Once an ordered anount
becones del i nquent, DAs search for assets of the obligor and take collection
actions as necessary to collect the delinquent account and may refer the
delinquency to FTB for collection.

In 1993 (Speier, AB 3589; Stats. 92, Ch. 1223), FTB began collecting delinquent
child support through a pilot project in which DAs in six counties could
voluntarily refer their delingquent child support accounts to FTB for collection
as though they were delinguent personal income taxes. |In 1995, the program was
expanded to include voluntary referral fromall counties (Speier, AB 923; Stats.
94, Ch. 906). This year, effective on January 1, 1998, DAs are required to refer
child support obligations that are 91 days delinquent and may voluntarily refer those
| ess than 91 days delinquent to Franchi se Tax Board (FTB) for collection as though
they are delinquent personal incone taxes (AB 1395, Escutia; Stats. 97, Ch. 614).

Additionally, DAs are authorized to refer current child support orders to FTB for
collection, in which case FTB coul d i ssue wage assi gnnent orders (AB 573, Kuehl;
Stats. 97, Ch. 599).

As federally nmandated, the California Parent Locator Service (CPLS) is
established in the DQJ to assist in the | ocation of absent parents and enforce
child support. Under California and federal |aw, governnental agencies are
required to share information with the CPLS for this purpose. Wen a DA requests
asset information, CPLS generally sends the request on a weekly basis for a basic
search that includes EDD, FTB and DW records. FTB, for child support collection
pur poses, requests fromthe CPLS only that information that is not available to
it for tax purposes or information that is otherwise nore readily available from
ot her sources.

SPECI FI C FI NDI NGS

Currently, FTB contracts for various services, in accordance with requirenents
outlined in the State Adm nistrative Manual and rul es/regul ations of the
Departnent of CGeneral Service.

Currently, enployers are required to report the nanes and wages of their

enpl oyees to EDD for the administration of, anbng other prograns, child support
enforcenent. 1In addition, federal |aw requires each state to establish a new
employee (hire) registry to which the state’'s employers must report their new

hires within 20 days. The EDD maintains California’s new employee/hire registry.

This information is available to FTB for child support and tax collection

purposes.

Currently, DAs serve by mail earnings assignment orders for current support and
effective January 1, 1998, FTB may also issue earnings assignment orders to
collect current support. Upon receipt of an order, generally, the employer must
begin to withhold from the employee’s earnings no later than 10 days after
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service. The order continues in effect unless a termnation notice is served.
If an enployer fails to withhold and remt earnings in response to an earnings
assi gnnment order, the enployer is liable, through a civil action, for the anount
not withheld or otherw se not paid.

Under this bill, FTB, and other state agency, contracts would have to contain an
acknowl edgnment that the contractor is conplying with earnings assignment orders
and the requirenments of the New Hire Registry. Al so, these contractors mnust
agree to make their payroll records available to DSS, the DQJ, FTB or any ot her
agenci es for child support enforcenent purposes.

Currently, for both tax and child support enforcenment purposes, FTB can get

i nformati on about a debtor fromthird-parties, unless expressly prohibited. FTB
is authorized to exam ne enployer records that may be relevant to the collection
of tax and child support. Additionally, FTB is expressly authorized to get
licensee information fromthe various state |icensing boards and enpl oyer

i nformati on from EDD.

Under this bill, FTB woul d have express authority to receive data fromall state
agenci es about their enployees, licensees, contractors and vendors for purposes
of admnistering its child support collection prograns.

| mpl enent ati on Consi derati on

The bill would require FTB, as a state agency, to provide to the CPLS and
the FTB, upon request, data with respect to contractors and vendors for
child support enforcenment purposes (page 6, lines 18 through 22). However,
there is no requirement that the contract and vendor information be captured
in a manner that can be readily accessible by or exchanged through magnetic
nmedi a or other electronic means with CPLS and the FTB. |f the author

i ntends that each state agency nake specific contract/vendor information
avai l abl e on an autonated data base, which could be routinely accessed in
the event CPLS or FTB nmkes a request, this should be clarified. However,
state agencies, including the FTB, undoubtedly would incur additional costs.

Techni cal Consi derati on

Section 11478.5(a)(10) of the Welfare and Institutions Code, which is
anended by this bill, nakes reference on page 5, line 24 to Section 19285.1
of the Revenue and Taxation Code (RTC). This RTC section, however, was
renunbered to Section 19548 effective January 1, 1994; therefore, reference
to Section “19285.1"” should be amended to read “19548.” Attached is the

suggested amendment.

FISCAL IMPACT

Departmental Costs

To require the acknowledgments and agreement in FTB’s contracts as the bill
provides is not anticipated to significantly increase the department’s
administrative costs.
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Tax Revenue Estimate

Because this bill generally requires only acknow edgnents that the
contractor is in conpliance with the | aw and does not provide for additional
information sources, it is estimated that this bill would not significantly

i nprove child support collections.

Thi s anal ysis does not consider the possible changes in enploynent, personal
i nconme or gross state product that could result fromthis bill

BOARD PCSI TI ON

Pending. At its neeting of March 26, 1998, the Franchi se Tax Board took a
neutral position on AB 1666, which contains the sane provisions that are in this
bill, as anmended. The vote on AB 1666 was 2-0, with Robin J. Dezenber, on behal f
of Menber Craig L. Brown, abstaining.



FTB'S SUGGESTED AMENDMENTS TO AB 1396
As Amended June 8, 1998
AMENDMENT 1
On page 5, line 24, strike out “19285.1 and insert:

19548
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